Summary
Part 1  - Tesco Plc
This study presents financial information about Tesco PLC’s annual report with return on investment (ROI) for the years 2021 and 2020. Tesco Plc is a multinational retail conglomerate whose shares traded on the London Stock Exchange with enlistment as part of FTSE 100 Index, registered in the UK under the companies Act 2006 (Tesco Report, 2021). Emerging from difficult financial times to regain market share in 2021 financial year compared to the year before due to pandemic and financial misappropriation case that led to its management change, the corporation recently disbursed £5bn special dividend to shareholders as proposed during its interim accounts prepared in conformity with the requirements of sections 836 and 838 of the Companies Act 2006 (the Act). This is absolutely an objective confirmation of sufficiency and durability in its current financial reserves.   
For Retained earnings: Tesco’s profits arose from £4.3bn cash in dividends settlement, and £0.7bn cash in cash settlement of unrealised dividends obtained from selling Thailand and Malaysia branches some of which were channelled into lending to another member of the group to support its deposits to the money market fund. 
In January 2021, the Conglomerate’s retention earnings was £11.8bn with, unrealised profit of £2.3bn in reserve shares, and £0.8bn of unsettled dividends received from subsidiary undertakings. After deducting shares cost of £0.2bn held in trust fund, the corporation had profit of £8.5bn available for distribution. Currently, the company is well-placed in the short-term to support colleagues and customers, and in the long-term, to reinvest into the customer offer.
Ratio Analysis
Ratio in this report provides users of financial information with a detailed understanding of financial performance of Tesco Plc. The types of ratios included in this report have been discussed, calculated and analyzed and below in the table below.
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[bookmark: _Toc99063609]Profitability ratio
Management can use profitability ratios to evaluate their effectiveness in maximizing profits from the organization's resources. Profitability ratios are commonly employed by businesses to assess their ability to produce a profit over their costs or any other expense. 
Return on assets = net income ÷ average total assets. The return-on-assets ratio indicates how much profit companies make compared to their assets.
Return on equity = net income ÷ average stockholder equity. This ratio shows your business's profitability from your stockholders' investments.
Liquidity ratio
The liquidity ratio affects company credit rating and its credibility as continuous repayment defaults in short-term liability will lead to bankruptcy. This ratio plays important role in the financial stability and credit rating of any company including Tesco. The are 4 types of ratios that make up liquidity ratios: 
I. Current Ratio: measure company financial strength.
Formula:  Current Assets/ Current Liability, where
A. Current Assets = Stock, debtor, cash and bank, receivables, loan and advances, and other current assets.
B. Current Liability = Creditor, short-term loan, bank overdraft, outstanding expenses, and other current liability.
II. Acid Test Ratio or Quick Ratio: Ideal ratio 1:1, calculated as quick Asset/current liability, where current liability = current liability - quick asset – pre-paid expenses. 
III. Absolute Liquidity Ratio: measures total liquidity available for security and cash in a short term calculated as Current investment = Cash + Marketable Security/Current Liability.
IV. Basic Defence Ratio: measures the no. of days a company can cover its Cash expenses without the help of additional financing from other sources. 
Formula: (Cash + Receivables + Marketable Securities) ÷ (Operating expenses +Interest + Taxes) ÷ 365
[bookmark: _Toc99063611]Efficiency ratio
 Another ratio used to determine how well a business uses its resources, such as assets and capital, to generate income is efficiency ratios. Tesco plc takes an average of 8 days to recover cash from a debtor, but in the year 2020, it takes an average of 9 days. Based on the computed accounts receivable days, we can conclude that the firm is attempting to lower its accounts receivable days by employing an aggressive collection strategy. and a credit strategy that is cautious. To calculate the efficiency ratio, divide a bank's expenses by net revenues.
[bookmark: _Toc99063612]Solvency ratio
A financial indicator used to determine a company's solvency is the solvency ratio. It is a key ratio in financial analysis that assists the user in analyzing if the corporation has sufficient cash flows to pay the organization's long-term obligations. Tesco Plc's gearing ratio decreased in 2021 when compared to the previous year's result. A low gearing ratio usually indicates that a corporation is not aggressive in using debt to fund its expansion. Another ratio we have calculated is interest coverage ratio, it usually indicates the ability of the entity to meet interest liability.
To calculate the ratio, divide a company's after-tax net income – and add back depreciation– by the sum of its liabilities (short-term and long-term).
[bookmark: _Toc99063613]

Investment ratio
Investment ratio is another ratio used by the investor to find out the difference between a good organization and a poor working organization. This ratio help investor to assess financial health of the business. For Tesco Plc. we have determine Dividend per share and dividend payout ratio. Dividend per share usually shows dividend paid per share. Dividend payout ratio on the other hand shows how much percentage of revenue earnings are used for making payment of dividend (Herawati & Fauzia 2018).
The basic ROI formula is: Net Profit / Total Investment * 100 = ROI



Part 2 - SCOTTIE LTD
Summary
Executive Summary
The main aim this report is to analyse the current short-term and long-term financial future of the proposed investment project, and provide an advice and recommendation to the Scottie Board of directors on whether to accept the project proposal or not based on the project current and future financial values presented on this report. This require an excellent decision making skills and experience on capital budgeting with NPR and IRR budgets used in this study. In this study NPV and IRR budgeting were the main capital budgeting used to assess the viability (Long-term or short-term) of the project. The results obtained from the capital budgeting technique applied recommend entity to accept the project since they have positive NPV and higher IRR. The report concludes by discussing various sources of finance such as debt equity, retained earnings and after assessing each source recommend the organization to use a combination of debt and equity fund for financing their investment project. This report in addition is expected to present objective learning outcome from applying and evaluating varieties of financial assessment technique applied including the theoretical framework used for managing and controlling Scottie ltd financial resources achievable by critically analysing, interpreting and assessing the organisation’s financial position. Finally, in this study, variety of techniques was applicable in managerial and financial information provision in exclusive of evaluating, assessing and highlighting relevant generational information techniques used.  
INVESTMENT SUMMARY TESCO AND SCOTTIE LTD
Conclusion
It is impeccable to mention that cash and stock market based investments have no guarantee and can lose value or vice-versa. Our recommendation is that investment should be for long-term period of 5 year term or more. It is also vital to be self-aware that yields are variable as well as income, no guarantee.

It is also vital to be aware that individual shares listed on the stock market can be delisted without prior warning. If this is the case, the entire investment values can be lost and selling your shares may never happen. For example, deposited account may not always be readily available. Performance of the past can help to predict the future but not always an indication of future performance. 

Currency exchange rate may fluctuate and adversely affect shares. Inflation can also affect shares and cause exchange rates fluctuation, change in tax policy leading to a new tax rules of which the benefit will depend on individual circumstances. For example in the UK, SIPP and ISA gains are untaxed (Free of capital gain tax but may incur dilution levy or bid). Also Prize draw of any kind is unregulated in the UK, but may abroad.

Transferring ISA as stock will result to a holding sells dormancy during the process, for example, because you are out of the market during the transfer, you be unable to protect yourself against falls or gains. Choosing to transfer as cash may work in your favour if the market is slows down or vice versa if market is on the rise for the holding period.   
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Inflation also affects the true value of our investment of money when we consider the buying power of the money our investment earns.



    Year                                1            2            3              4
	Revenue                                            426,870.oo   638,597.52    977,054.21   1,238,194.15                                                                   

	Contribution                                        220,500.oo    299,027.52    442,2446.oo   540,493.53

	Less Overhead

	Less Variable Cost

	Cash flow b/4 Tax                              157,610.oo      247,341.92    387444.72     58,073.74

	Less Tax (22%)                                  

	Depreciation Benefit                                                 

	Cash Flow after Tax                            161,435.80     231,426.70    340,706.88   414,707.30

	Scrap Values of Machinary     

	Disposal Value of Special Calliper       

	Working Capital                                       25.612.20    382,15.85      58,623.25      74,291.63    

	Less Redundancy

	Project Cash Flow ($820,000.oo)          187,048.oo    269,742.55   399,620.13   580,330.00

	Present Value of Cash Flow
After Discount (8%)                             173,192.59    231,260.75  317, 001.13  420, 375.35

	Total Present Value  of
Cash Flow                            1,147,829.83

	Less Investment                   820,000.oo

	Net Profit Value (NPV)         327,829.oo

	Internal Rate of Return IRR (21.80%)


If IRR of project is greater than the discount rate, then the project add value to the business. But if IRR is less than the discount rate, then the project value to the business has been destroyed. In the case of Scottie Ltd, the financial data show that the IRR is greater than the discount rate which is an indication of value of the project to the Scottie business. 

    Year                                1            2            3              4
	All values are in USD ($)                                                                                                             

	Mean or Average 
Selling Price               = 27.9                                      

	Inflation Selling Price                               28.46            29.03               29.61                 30.20

	Inflation Overhead                                     0.00              0.00                 0.00                   0.00

	Sales Revenue                                426,870.00    638,597.52    977,054.74    1, 238,194.15                       

	Total Variable Cost                          220,500.00    339,570.00    534,822.75        697,700.59                             

	Annual Depreciation                      700,000 / 4  =  17,500.00                                               

	Total Allowable Depreciation   =  Initial Investment – Scrap Value                           

	Where Scrap Values of Machinery  = 120,000.00  and Initial Investment  = 820,000.00 

	Total Allowable depreciation  =     820,000.oo – 120,000.oo  =  700,000   

	Annual Depreciation Charge /Year  =  Total Tax Allowable / 4  =  175,000.00                                         

	Annual Cash Flow from Allowable Depreciation  =  N14*  22%  =  38.500.00

	



[bookmark: _GoBack]Allowable depreciation is an allowable expense together with other indirect expenses such as Administrative or Marketing fees that are use dby companies to reduce gross profit burden.   used by companies to reduce gross profit burden.    Depreciation expenses are  mainly beneficial for reducing company tax burden. Depreciation also is associated with Fixed Asset and affects Cash Flow which includes cutting income taxes. Thus, the net positive effect on cash flow of depreciation is nullified by the underlying payment for a fixed asset.
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RATIO ANALYSIS OF TESCO PLC 

FORMULA 2021 2020

PROFITABILITY RATIO

Return on capital employed

(Operating Profit/( Total Equity+ 

Non Current Liabilities))*100 5.83% 6.40%

Gross profit Margin Ratio (Gross profit/ Sales)*100% 7.51% 7.37%

Net profit margin (Net profit/ Sales)*100% 10.62% 1.67%

LIQUIDITY RATIO

Current Ratio

Total Current Assets / Total Current 

Liabilities 0.68 0.74

Quick Ratio or Acid test ratio

(Total Current Assets - Inventories) 

/ Total Current Liabilities 0.55 0.61

EFFICIENCY RATIO

Inventories’ turnover period;  Inventories held/cost of sales*365 14.1 16.5

 Trade receivables days  Trade receivables/credit sales*365 8.0 8.8

FINANCIAL GEARING RATIO

Gearing Ratio

Long term ( Non current) liabilities  

/ Share capital+Reserves+Long term 

( Non current) liabilities 0.59 0.61

Interest Coverage Ratio Operating Profit/ Interest Payable 1.82            1.85           

Investment ratio

Dividend per share Dividend paid/ number of shares 0.61            0.07           

dividend payout ratio Dividend paid/ Profit after tax 0.96            0.67           
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Calculation of expected net present values

YEAR 0 1 2 3 4

Revenue 426,870.00        638,597.52         977,054.21      1,238,194.15   

Less :Variable Cost 220500 339570 534822.75 697700.5875

Contribution 206,370.00        299,027.52         442,231.46      540,493.56      

 less: Overhead 48760 51685.6 54786.736 58073.94016

Cash flow before tax  157,610.00        247,341.92         387,444.72      482,419.62      

Tax @22% (34,674.20)         (54,415.22)         (85,237.84)      (106,132.32)     

Depreciation benefit 38500 38500 38500 38500

Cash flow after tax  161,435.80        231,426.70         340,706.88      414,787.30      

Scrap value of Machinery 120000

disposal value of special calibrator 6000

Working capital 25,612.20          38,315.85           58,623.25        74,291.65         

Less : Redundency pay (35,000.00)       

Project Cash flow (820,000.00)              187,048.00        269,742.55         399,330.13      580,078.95      

Discount @ 8% 0.93                     0.86                      0.79                   0.74                   

Present value of cash flows 173,192.59        231,260.76         317,001.13      426,375.35      

Total present value of future cash flows 1,147,829.83   

Less : Initial investment -820000

NPV 327,829.83       

IRR 21.80%
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WORKING NOTES

Mean or average selling price per unit (22*0.25)+(28*0.4)+(32*0.35) = 27.9

Year 1 2 3 4

Inflated selling price 28.46                                                     29.03              29.61              30.20                 

Sales volume in units 15000 22000 33000 41000

Sales Revenue 426,870.00                                          638,597.52   977,054.21   1,238,194.15   

Inflated overhead

Variable cost per unit after inflation 14.7 15.435 16.20675 17.0170875

Total variable cost 220500 339570 534822.75 697700.5875

Total tax allowable depreciation 820000-120000 = 700000

Annual depreciation chargeable each year  700000/4 = 175000

Annual cash flow from tax allowable depreciation N14*22% = 38500


